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Results in Brief 


1976 


- Decrease 


Deliveries (barrels per day)* 1977 

Revenue 165,331 235,948 29.9% 
_ Expense $ 30,731,027 $ 37,683,626 18.4% 

Earnings (after income taxes) 19,233,629 22,020,392 12.7% 

- Per share a 5,912,398 7,728,234 23.5% 

Dividends per share _ 0.78 1.02 

Capital expenditures _ 1.20 1.20 

Fixed assets at cost —__—- 829,729 865,903 

*Including propane and jet fuel - 165,437,639 164,944,193 


The Company owns 
and operates a pipe line sys- le 
tem for the transportation ofcrude ~~. 
oil from a point near Edmonton, Alberta, 
to its tank farm and marine terminal in Bur- 
naby, British Columbia, together with a line from. 
Sumas, British Columbia, to the International Boundary. 
At the International Boundary, the Company’s pipe line joins 

that of the wholly owned subsidiary, Trans Mountain Oil Pipe Line 
Corporation, which owns and operates the system in the State of Washing- 
ton. The Company also operates a facility on Burrard Inlet for receiving, re- 
frigerating and loading tankers with Canadian propane export and through its 
subsidiary, Trans Mountain Enterprises of British Columbia Limited, the Com- 
| pany also operates a pipe line for the transportation of jet fuels from refineries in 
_ the Vancouver area to the Vancouver International Airport. 


Report to the Shareholders 


Average deliveries of petroleum in 1977 of 149,737 barrels 
daily was about 70,500 barrels lower than in 1976. The further 
decline of 74,000 barrels daily in 1977 export deliveries to 
Washington State to an average of 25,700 was only slightly 
offset by an average increase of 3,500 barrels per day in 
deliveries to British Columbia refineries. 


Throughput of petroleum to a refinery in Washington State is 
expected to continue through the first quarter of 1978 at about 
18,000 barrels daily. These deliveries are based on an ex- 
change for like quantities of United States domestic petroleum 
delivered to a refinery elsewhere in Canada. As these ex- 
changes are arranged and approved on a month to month 
basis no meaningful forecast beyond March can be made at 
this time. British Columbia deliveries for the first quarter of 
1978 are forecast somewhat lower than the 1977 daily aver- 
age of 124,000 barrels, but slightly higher than that figure for 
the full 1978 year. 


The propane export facility and jet fuel system continue to 
operate well and at forecast levels of throughput. 


FINANCIAL 


Consolidated earnings for 1977 were $5,912,000 or 78 cents 
per share after provision for income taxes of $5,585,000. 


The Company paid dividends totalling $1.20 per share on 
Class A shares and equal dividends, reduced by a 15% tax 
remittance, on Class B shares. Legislation has now been 
passed which will terminate the rights of holders of Class B 
shares to receive these “tax-deferred” dividends after 
December 31, 1978. The $1.20 per share dividends paid in 
1977 exceeded current earnings by 42 cents, which excess 
was therefore paid out of retained earnings. This compares 
with 18 cents per share paid out of retained earnings in 1976. 


Gross revenue for the year totalling $30,731,000 (down 18.4% 
from 1976) consisted of operating revenues of $29,421,000 
and investment income of $1,310,000. The tariff increases 
which became effective in November 1976 did not offset the 
adverse effect on revenues of reduced throughputs in 1977. 


Total expenses were reduced in 1977 to $19,200,000 from 
$22,000,000 in the previous year. The 1977 expenses in- 
cluded some $640,000 of costs associated with the rate appli- 
cation and hearing conducted by the National Energy Board 
and the application for facilities additions and modifications to 
accommodate alternating flow reversal. 


In its recent decision on the Company’s rate application the 
National Energy Board has curtailed the allowable rate of 
return on certain assets not considered to be useful at the 
foreseeable levels of throughput and has directed an acceler- 
ated amortization of the depreciated book values of those 
assets. Because of this factor and a forecast of lower delivery 
averages, it is anticipated that, despite the rate increases 
which have been granted effective February 1, 1978, the 
Company will report lower earnings in 1978 than in 1977. 
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N.E.B. RATE HEARING 


As stated in our 1977 nine months report the hearing, as 
ordered by the National Energy Board, was opened on 
November 15, 1977. The hearing closed on December 8, 1977 
and the order, dated January 3, 1978, was issued by the 
National Energy Board on January 26. 


The Board had determined that regulation would be on a rate 
base/rate of return basis with the plant content of the rate base 
being stated at its original cost less depreciation. In its order, 
the plant included in the rate base was only that portion of the 
total plant that the Board deemed to be “used and useful” in 
transporting present volumes of oil. Other plant, used at higher 
throughputs, although “prudently acquired” was not included 
in the rate base and was ordered to be amortized over five 
years. The tolls (tariff rates) approved were based on a rate of 
return on rate base of approximately 10% after income tax and 
half that return on plant not included in the rate base. 


The net result was an allowable increase in rates, effective 
February 1, 1978, averaging 11% as compared with the Com- 
pany’s application for an increase of 48.8%. 


Although the increases will be of some benefit to the Company 
they will not nearly compensate for the loss of throughput 
which has resulted from the restrictions on exportation of 
crude oil from Canada. Your management is now considering 
what further useful steps may be open to the Company in this 
connection. 


GENERAL 


As reported in our 9 months — 1977 statement the Company’s 
proposal in Canada, and jointly with Atlantic Richfield Com- 
pany in Washington State, for the alternating reversal of the 
system was blocked by an amendment to a bill relating to the 
Marine Mammals Protection Act enacted by the United States 
Congress. The economics of a similar proposal based on a 
receiving port in Washington at or west of Port Angeles do not 
look favourable. Thus we have not asked the National Energy 
Board to reactivate our application. 


We are assessing the feasibility of rejoining the Kitimat pipe 
line group as well as the prospect of a separate pipe line to 
Edmonton from port sites in Washington, other than Cherry 
Point. 


However, your management has come to the conclusion that 
no pipe line construction in Canada associated with a West 
Coast port will be approved until such time as the medium to 
longer term Canadian need for imported crude oil becomes 
clearer and a corresponding National Oil Policy is declared. In 
this connection we welcome the recent announcement that 
the National Energy Board will address this problem by public 
hearing. The letter from the Minister of Energy, Mines & Re- 
sources to the Chairman of the National Energy Board re- 
questing this study says: 


“Under the provisions of section 22 (2) of the National 
Energy Board Act | am hereby requesting the Board to 
investigate and report to me on a range of possible oil 
supply situations over the course of the next 10 to 15 
years and the import dependency which might develop 
for British Columbia consumers as well as for Eastern 
Canadians. Where significant imports are required your 
views on the size, location and timing of petroleum ports 
of entry are requested.” 


We cannot, of course, forecast what the results of the hearing 
may be but believe that the Company’s unique position cannot 
be ignored. Together with an under-utilized system and an 
enviable 25 year record of safe operation, we have an estab- 
lished right-of-way from the Pacific Coast to Edmonton which 
will accommodate pipe line construction with the least possi- 
ble environmental impact and at lowest cost. It is our intention 
to participate in the hearing to the fullest possible extent. 


At the meeting of the Board of Directors on April 19, 1977 Mr. 
A.A. Goulson, Treasurer and Mr. E.J. Lockwood, Operations 
Manager were named Vice Presidents of the Company and its 
subsidiaries. 


Management wishes to express its deep appreciation to all 
employees for their dedication and continued effective con- 
tribution. 


On behalf of the Board of Directors, 


Chairman of the Board 


AEA Weer 


President 


T.M. TUBE SERVICE 


The true magnitude of the role pipelines play in transportation 
in this country is little recognized by the general public. The 
principal reason for this anonymity is physical. There is little 
evidence of a pipeline’s presence since the greatest portion 
of a pipeline system is underground. People who pass the 
visible signs of a pipeline —terminals, stations and tanks —can 
hardly envision the colossal transportation function these 
facilities are performing in helping supply petroleum products 
to the nation. 


Because pipelines are hidden from view under farms, 
meadows and city streets, landowners are able to utilize the 
land above them. Pipelines operate quietly, 24 hours a day, in 
all kinds of weather. They do not belch pollutants into the air, nor 
do they add to the congestion of the streets and highways. 


What pipelines do is remarkable. As a specialized mode of 
transportation they perform efficiently as the largest single 
transporter of petroleum in the country. It costs less to move a 
barrel of crude oil by pipeline than by any other means of 
overland transportation. It costs up to ten times as much to 
send a letter as it does to transport a gallon of petroleum to the 
same destination by pipeline. 


Pipelines are also safer. They are approximately 1400 times 
safer than trucks and 500 times safer than railroads on a 
ton-mile basis. Pipelines also require much less energy to 
move products on a ton-mile basis. 


In 1977, the 24th year of continuous operation, the record of 
safe, efficient operation by Trans Mountain speaks for itself. 
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1977 Points of Interest 


SAFETY 

As part of its program to en- 
courage safe working habits 
the company annually 
awards two trophies named 
after Vice President annui- 
tants, E.S. Davis and R.F.B. 
Taylor. In 1977 the Eastern 
Division was awarded the 
Davis Trophy for the best 
record of safety for hours 
worked. The Central Divi- 
sion won the Taylor Trophy 
for having the least acci- 
dents for miles driven 
throughout the year. 


ENVIRONMENT 

A steelhead rearing pond that came into existence early in 
1971 in the lower reaches of the Coquihalla Canyon is starting 
to show positive signs of being a success. Under the guidance 
of B.C. Fish & Wildlife Branch Conservation Officer Jack De- 
Lair, three companies, Trans Mountain, Westcoast Transmis- 
sion and Prettys Logging provided labor and machines to 
excavate the pond on a swampy site fed by a spring that 
supplies water constantly at an ideal temperature. The pond 
has been regularly stocked with juvenile steelhead year by 
year and latest reports indicate that there is good evidence 
that the migrations of steelhead is showing dividends. 


THROUGHPUTS DOWN 

The Canadian Government's decision to curtail oil exports to 
the United States has had a marked effect on Trans Mountain’s 
throughput. 


As a result a number of pumping stations have become inac- 
tive but are standing ready should the need arise. 


ae 


Trans Mountain PLM Supervisor Jim Boydell has probably made the biggest individual contribution to ensure the success of the 
rearing pond operation in the Coquihalla. Jim shows it off to an interested group of T.M’ers (left to right) Bob Andrews, Ernie 
Lockwood, Fred McGirr, Adrian Verhiel, Frank Fordyce and Jim. 
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Meter testing at the refineries is a continuing process. Trans 
Mountain personnel use this mobile unit to do the job at each 
of the refineries. 


The jet fuel line downstream terminal is situated near the 
Vancouver International Airport on Sea Island. 


Community Benefit 
T.M’s Jet Fuel Line 


Trans Mountain Enterprises of British Columbia Limited, a 
wholly-owned subsidiary of Trans Mountain Pipe Line Com- 
pany Ltd., owns and operates a turbine fuel pipe line which 
originates from the Greater Vancouver refinery area to its _ 
terminal situated at the Vancouver International Airport, a _ 
distance of approximately 22 miles. The pipe line is 65 inch 
O.D. and is capable of pumping to 17,000 barrels per day. 


In the Greater Vancouver area the pipe line is connected to 
refineries or marketing terminals belonging to Chevron 
Canada Limited, Gulf Oil Canada Limited, Imperial Oil Enter- 
prises Limited and Shell Canada Limited. 


The terminal at the airport consists of four 10,000 barrel tanks 
and one 5,000 barrel tank, which are used to accumulate and 
to deliver the two types of turbine fuel being handled. These 
facilities are tied in to a distribution and aircraft refueling sys- 
tem owned and operated by others. 


Since the start of operation in mid 1970 to the end of 1977, the 


pipe line has delivered 16,100,000 barrels of jet fuel. 


Prior to the start of operation of the pipe line all the turbine fuel 
was transported by tank trucks with an average load capacity 
of 7,000 gallons. The amount delivered by the pipe line since _ 
start of operation would have required more than 80,000 trips 
by truck. 


A giant Boeing 747, C.P. Airs “Empress of Canada” is shown 
being refuelled prior to takeoff for Japan from Vancouver — 
International Airport. The tank truck belongs to Consoli- 


_ dated Aviation Services who supply refuelling services at 


the airport. 


Preventive Maintenance 
Keeping an Eye on Things 


Trans Mountain protects its pipeline from corrosion and dam- 
age by cathodic protection, an active scraper program, by 
helicopter patrol and land owner contacts. At every opportu- 
nity, visual inspection is carried out each time the pipeline is 
opened for repair, relocation or to connect new facilities. This 
inspection provides a check on the protection system. 
Periodically, sections of the line have been re-tested at high 
pressure with water. This also provides a check on the safety 
of the pipeline. 


A sophisticated inspection device called a ‘“Linalog” is also 
used in the company’s preventive maintenance program. The 
Linalog is inserted into the crude stream in the main line pipe to 
search for defects which could lead to an oil leak. 


The “Linalog” inspection tool is approximately 912 feet in 
length. It contains three separate sections, each resembling a 
scraper, connected with universal joints which enable it to 
negotiate the many bends in the pipe line. One section con- 
tains a power supply, the next contains the fully transistorized 
inspection circuitry, and the third contains a tape recording 
system. The standard inspection tool contains sufficient 
recorder capacity for a 24-hour run. The capacity can be 
doubled by adding a second tape, which will start to record 
when the first one has been used up. This additional capacity 
lengthens the instrument by approximately two feet. The tool is 
launched from a standard sending scraper trap, is propelled by 
the liquid flow, and is removed through a conventional receiv- 
ing trap. 


A linalog survey is an in-place electronic pipe line inspection 
method. Defects, such as metal imperfections, laminations, 
gouges, and corrosion pits, or any other features which 
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change the metal thickness such as girth welds and valves, 
will produce a signal which is recorded on the wide band 
multi-channel tape recorder. Signal strength is proportional to 
the change in pipe wall thickness. As the tool is moving 
through the pipe line, it rotates slowly. By recording its position 
relevant to the top of the pipe, the circumferential location of 
any defect can be determined. Defect location along the length 
of the pipe can be accurately determined by installing magnets 
on the outer surface of the line, approximately one each mile. 
Magnet position is recorded on the tape, and since each 
circumferential weld is also shown, defects may be readily 
located. A program to check the entire pipeline with this device 
was completed recently. 


Top left: This interested group is studying a linalog chart in the 
Vancouver offices of Trans Mountain. 


Left: On completion of an instrument run, the recording tape is 
fed through a playback unit, which transforms the electrical 
signals into a chart. When defects are indicated, it is neces- 
sary to make a physical inspection of the line at one or two test 
locations, in order to establish the relationship between de- 
fect depth and chart indication, so that the entire log can be 
graded to indicate the approximate severity of each defect. 


Below: As a preventive maintenance technique, the linalog 
surveys are proving to be most effective. Pictured here is a 
section of the line where a defective piece of pipe was re- 
placed as a result of a linalog survey. 
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Petroleum ss — | 
Edmonton oe | 121,946 18665' | 261,586 
Edson | 10,278 12,051 16,888 
Kamloops 2 17,646 18,866 21,464 
149,870 219,578 299,938 
Propane 
Westridge 8,422 8,348 7,697 
Jet Fuel 
Vancouver refineries (7,296 7,219 7,414 


STATISTICS FOR COMPARATIVE PURPOSES 


Barrel miles (millions) 
Average length of haul (miles) 


Consolidated Balance Sheet 
Trans Mountain Pipe Line Company Ltd. 


and Wholly-owned Subsidiary Companies 


1977 


304,184 
8,036,810 
4,273,752 


3,594,275 


15703;275 
563,574 
392,642 


18,868,512 


622,947 


3,120,739 
3,743,686 


165,437,639 
110,411,801 


55,025,838 
$_77,638,036 


1977 


$ 1,610,074 
28,541 


1,638,615 
Tal sey, 


8,757,144 


15,789,767 


53,095;129 
68,880,892 


$ 77,638,036 


Consolidated Statements of 
Income and Retained Earnings 


1977 


$29,219,562 
1,310,421 
201,044 


30,731,027 


10,852,824 
3,228,328 
5,463,098 


(310,621) 
19,233,629 


11,497,398 


6,500,126 
(915,126) 
5,585,000 

$ 5,912,398 


$ 0.78 


$56,279,495 
5,912,398 
62,191,893 


9,096,768 
$53,095,125 


Consolidated Statement of 
Changes in Financial Position 


$ 5,912,398 


5,463,098 


(915,126) 
10,460,370 
279,833 
94,940 
538,944 


11,374,087 


829,729 


9,096,768 
9,926,497 


1,447,590 
19,702,307 


$17,229,897 
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Ten Year Summary 


FINANCIAL (in thousands of dollars) 
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MONTH 


INTERIM REPORT 
FOR THE PERIOD ENDED JUNE 30, 1977 


<-TO. THE SHAREHOLDERS 
_—FRANS MOUNTAIN PIPE LINE COMPANY LTD/ 
Estimated consolidated net profits for the six months 
ended June 30, 1977 totalled $2,723,000 or 36 cents per 
share outstanding. Corresponding results for the first half of 
1976 were $4,011,000 or 53 cents per share. 
Average daily deliveries are shown hereunder: 
1977 1976 
First Half Year: Barrels % Barrels % 
Petroleum: 
U.S. refineries 24,179 16.7 112,816 47.9 
B.C. refineries 120,712 83.3 122,515 52.1 


144,891 100.0 235,331 100.0 


Jet Fuel 6,964 6,905 
Propane to 
7,080 8,259 


158,935 250,495 


First Quarter.... 154,458 255,088 
Second Quarter. 163,363 245,902 
Third Quarter ... 162,000 (est.) 223,294 
Fourth Quarter .. 172,000 (est.) 219,822 


Although regular exportation of Canadian oil to Washing- 
ton State refineries was eliminated, deliveries thereto under 
approved exchange agreements averaged 24,000 barrels 
daily for the first half of the year. 

A date has not yet been set for a public hearing on the 
Company’s rate application filed with the National Energy 
Board on March 15, 1977, but we are hopeful that the 
hearing will establish a reasonable rate of return and result 
in increased tariffs relative to our present operations being 
ir. place for 1978. 

Meanwhile, formal applications have been made in Can- 
ada and, in cooperation with Atlantic Richfield Company, in 
the State of Washington for the necessary authorizations to 
construct the additional facilities required for the alternating 
flow reversal project. This project, as previously discussed, 
would make possible the delivery of approximately 200,000 
barrels daily of off-shore oil to Edmonton and thence 
through existing pipe line systems to connected refineries 
while continuing to supply Vancouver area refineries with 
Canadian oil. In the event that the applications are success- 
ful and all of the necessary approvals and permits are 
obtained, it is possible that the alternating flow reversal 
could be operative by the beginning of 1979. 


Vancouver, B.C. E. C. HURD, Chairman 
August 10, 1977 K. L. HALL, President 


CONSOLIDATED FINANCIAL SUMMARY 


First Half Year 
1977 1976 


Average daily oil 
deliveries in barrels* 158,935 250,495 


(in thousands of dollars) 
INCOME: 
Operating revenue $13,906 $18,304 
Income from 
investments 663 633 
—> $14,569 ->$18,937 
CHARGES: 
Operating expenses $ 4,977 $ 6,065 
Taxes other than 
income taxes 1,638 1,635 
Provision for 
depreciation 2,727 2,727 
$ 9,342 $10,427 


Profit before income taxes... $ 5,227 $ 8,510 


Provision for income taxes .. 2,504 4,499 


Earnings for the period + $2723 $ 4,011 


Profit per share é $27 0:53 


*Includes propane deliveries out of Westridge Terminal 
and jet fuel to Vancouver International Airport. 


The above amounts are subject to independent audit and 
adjustment of certain items ordinarily calculated on an 
annual basis. 


APPROVED BY THE BOARD OF DIRECTORS: 


Paes ESE PETE , Director 


, Director 


CONSOLIDATED STATEMENT OF 
CHANGES IN FINANCIAL POSITION 


for the six months ended June 30, 1977 
(with comparable amounts for the half year 
ended June 30, 1976) 


1977 1976 
SOURCE: (in thousands of dollars) 
Earnings for the period $ 2,723 $ 4,011 
Add: 
Non-cash charges 
to earnings 
Depreciation 
$ 5,450 
Redemption of marketable 
securities 


Proceeds from sale 
of fixed assets 


DISPOSITION: 


Increase in other assets 
and deferred charges 


Increase in investments .... 
Additions to fixed assets ... 


Previously deferred income 
taxes now current 


Dividends paid 4,548 
$ 6,279 


Increase in Working Capital . $ 466 
Working Capital, at 
beginning of period 14,247 


Working Capital, at 
end of period $16,035 $14,713 


The above amounts are subject to independent audit and 
adjustment of certain items ordinarily calculated on an 
annual basis. 


APPROVED BY THE BOARD OF DIRECTORS: 


, Director 


, Director 


LITHO'D IN CANADA 


